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of NGCs. This extension facts identifies the success factors 
managers	indicated	were	important.
	




mailings was 75%. Respondents were asked to rank five fac-
tors in each of ten category groups as first through fifth most 
important	to	the	success	of	their	value-added	enterprise.	The	
within-category	ranking	was	then	weighted	by	how	important	
respondents rated the category to arrive at a final ranking 
for each of the fifty factors for each NGC. For instance, the 
factor	ranked	highest	in	the	category	ranked	highest	would	
likely	be	most	important	to	the	success	of	NGCs	according	to	




















in operation for less than ten years. Accordingly, difficulties 
encountered	 in	 the	 early	 stages	 of	 operation	 and,	 more	
importantly,	the	successes	achieved	by	struggling	through	











“planning	 and	 development”	 category,	 “feasibility	 study”	
was chosen as the fifth most important overall factor out of 
the fifty considered.
 Two factors from the “financing and costs” category 
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facility.	Lenders	are	usually	unwilling	to	back	such	a	project	






 Three of the next five most important factors were in the 
“managerial”	category.	Not	surprisingly,	managers	consider	
management	important	to	the	success	of	NGCs.	Others	in	the	
second set of five came from the “product related” (product 
quality)	 and	 “operational”	 (strong	 selling/marketing	 effort)	
categories.	These	would	logically	be	high	on	many	lists	of	
success	factors	for	value-added	products.
Key Factors for Specific Commodity 
Groups
	 Respondent	NGCs	were	categorized	into	similar	com-
modity groups and then success factors identified for each 
group	in	the	same	manner	as	for	the	overall	rankings	dis-
cussed above. Table 2 (page 6) shows the five most important 
factors identified for each of the commodity groups. Not 
surprisingly, 15 of the 30 factors were among the five most 
important	factors	across	all	NGCs.	Each	of	the	commodity	
groups is discussed briefly below. More detail can be found 
in	Carlberg,	Ward,	and	Holcomb,	which	is	available	from	the	
authors.




time the first NGC in Missouri. They were also instrumental 
in	encouraging	that	state	to	update	its	legal	institutions	to	
be	able	to	accommodate	the	new	type	of	venture.	Similar	
experiences	 in	 other	 areas	 help	 explain	 why	 strong	 local	
leadership	during	the	developmental	phases	was	rated	as	
the	most	important	success	factor	for	ethanol	NGCs.
	 “Strong	 selling/marketing	 effort”	 was	 ranked	 second	
most	 important	by	ethanol	NGCs.	The	 importance	of	 this	
factor	to	cooperatives	in	this	group	is	somewhat	unique	in	
that it was not ranked in the five most important factors by 
NGCs	in	any	other	commodity	group.	However,	marketing	
was one of the toughest challenges facing a specific NGC 

















 Related to the significance of a strong local champion 
or	leader	is	the	importance	of	carrying	out	a	feasibility	study	








to plan properly is a surefire way to fail when organizing a 
value-added	enterprise.
	 Livestock NGCs –	 There	were	six	NGC	 respondents	
engaged	 in	 various	 value-added	 activities	 grouped	 under	
“livestock.”	 Many	 such	 enterprises	 were	 inspired	 by	 the	
success	of	U.S.	Premium	Beef	(USPB),	an	NGC	that	initially	




better animals by providing significant carcass data feedback 
and	pricing	on	a	carcass-merit	grid.	The	presence	of	a	strong	






quality” and “reputation” were ranked as second and fifth most 
important,	respectively,	for	livestock	NGCs.	The	high	rank-
ing	of	these	factors	is	not	surprising	given	the	emergence	of	















depend critically upon a sufficient member capital base for 
success.
 Food Processing NGCs –	Seven	NGCs	that	process	
commodities	into	table-ready	or	oven-ready	products	were	
placed	together	into	a	“processed/semiprocessed	foodstuffs”	
group.	 Cooperatives	 engaged	 in	 the	 processing	 of	 sugar	
beets,	 table	nuts,	coffee,	poultry,	and	eggs	were	 included	
in	 this	category.	The	NGCs	 in	 this	group	are	distinct	 from	
those	in	other	groups	in	a	number	of	important	ways:	they	
are	 often	 older	 businesses,	 typically	 are	 engaged	 in	 very	
capital-intensive	processing	activities,	often	control	a	large	
share	of	the	domestic	market	for	their	products,	and	many	are	




type	of	NGC.	A	number	of	NGCs	 in	 this	group	operate	 in	
industries with very tight margins. As such, firms must focus 
on	controlling	operating	costs,	as	they	may	not	be	able	to	
exert much influence over output prices.
	 Given	the	competitive,	often	 low-margin	nature	of	the	
markets	 in	 which	 some	 food	 processing	 NGCs	 operate,	
effective	management	can	often	be	the	difference	between	
success	 and	 failure.	 “Managers	 with	 industry	 knowledge”	
was identified as the second most important success factor 
for	 food	processing	NGCs.	Coming	 in	 third	was	 “steering	
committee,”	again	demonstrating	the	importance	of	planning	
in	the	early	stages	of	NGC	formation.
 Two more closely related factors from the “financing and 
costs” category were ranked among the top five for food 














located close to them, or because they were dissatisfied with 
pricing	arrangements	being	offered	by	existing	processors.		
	 Commonalities	were	that	both	types	of	NGCs	in	this	group	







financial assistance as do ethanol producing cooperatives.
Managers	of	NGCs	in	this	wheat	or	oilseeds	group	identi-






be	 viewed	 as	 a	 precious	 commodity.	 For	 NGCs	 vertically	
integrated	into	consumer-ready	products,	skilled	labor	can	
be even more difficult to find.
	 The	cost	of	construction	of	a	new	facility	or	purchase	
of	an	existing	one	 is	considerable	for	a	wheat	or	soybean	
processing NGC. In some cases, the financial commitment 








	 As	 with	 other	 commodity	 groups,	 wheat	 and	 oilseed	







study	 is	a	must	to	determine	producer	 interest	 in	the	new	
venture,	availability	of	inputs,	and	potential	markets	for	the	
finished product. 
 Providing consistent quality to customer specifications 
is	one	of	the	principle	competitive	advantages	in	the	pasta	
producing	industry.	Similarly,	in	the	soybean	crushing	industry,	
firms compete on product quality, among other factors. It is 
for	these	reasons	that	wheat	and	oilseed	processing	NGCs	
rated “product quality” as the fifth most important factor to 
the	success	of	their	businesses.































products	 they	 buy	 because	 of	 health	 concerns;	 they	 also	
place importance upon the social and environmental benefits 
that	organic	production	often	represents.	As	such,	organic	
products,	 and	 in	 some	 cases	 non-organic	 locally	 grown	
products,	are	seen	as	unique.	
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 Strong local leadership in the planning stage was identified 
as	the	third	most	important	success	factor	for	vegetable/or-
ganic NGCs. This factor was selected among the five most 
important	for	four	of	the	six	commodity	groups.
  “Low operating costs” was the fifth most important 
success	factor	by	NGCs	in	this	category.	Even	though	there	










the five factors this group identified as most important was 




















•	 Financing and controlling costs are critical.	 Carefully	
managing operating costs is important to earning profits. 
NGCs	that	are	able	to	take	advantage	of	economies	of	
size improve their chances of being profitable. Also, 
having an adequate member capital base was identified 
as	key	to	success	of	NGCs.
•	 One size does not fit all.	Though	some	commonalities	
exist	 among	 successful	 NGCs,	 factors	 important	 to	








the	 value	 added	 to	 their	 commodities.	 Producer-owned,	
value-added	 NGCs	 can	 make	 important	 contributions	 to	
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Table 1. NGC Overall Success Factors and Categories
Category Factors Overall Rank Category Factors Overall Rank
	 	 	
Planning and Development 	 Financing and Costs 
	 Local	champion(s)	or	leader(s)	 1	 	 Input	price	stability	 20
	 Steering	committee	 3	 	 Output	price	stability	 17
	 Feasibility	study	 5	 	 Low	operating	costs	 2
 Alliance/partnership 8  Low financing costs 11
	 Proximity	to	other	successful	co-ops	 26	 	 Member	capital	base	 4
	 	 	
Managerial 	 Product Related 
	 Full-time	general	manager	 10	 	 Product	uniqueness	 41
	 Experienced	managers	 8	 	 Product	quality	 7
	 Continuity	of	management	 13	 	 Technology	incorporated	 35
	 Managers	with	industry	knowledge	 6	 	 Customer	service	 22
	 Ongoing	managerial	training	 31	 	 Brand	recognition	 44
	 	 	
Operational 	 Human Resource/Organizational 
	 Business	volume	 16	 	 Quality	of	labor	force	 18
	 Risk	management	 14	 	 Use	of	outside	experts	 47
	 Vertical	integration	 36	 	 Communication	within	co-op	 27
	 Strong	selling/marketing	effort	 9	 	 Communication	with	board	 34
	 Targeted	customer	base	 23	 	 Communication	with	members	 45
	 	 	
Government/Regulatory Environment 	 Strategic 
	 Co-op	existence	laws	 24	 	 Product	focus	 11
	 Co-op	tax	advantages		 	 	 Enforced	member	agreements	 46	
					(e.g.	521	tax	status)	 30	 	 Ongoing	planning/checking	 32
	 Demand	enhanced	by	regulation	 48	 	 Business	strategy	 15




Logistics 	 Industry 
	 Site	selection	 40	 	 Reputation	 21
	 Proximity	to	inputs	 25	 	 Economic	climate	 43
	 Proximity	to	customers	 42	 	 Market	size	 28
	 Transportation/distribution	 	 	 Number	of	competitors	 37
       infrastructure 33  Competitors’ prices 39
	 Geographical	member	dispersion	 50	 	
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•	 The	 Extension	 staff	 educates	 people	 through	
personal	 contacts,	 meetings,	 demonstrations,	
and	the	mass	media.
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